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BANCO SANTIAGO ANNOUNCES FIRST
QUARTER 2002 FINANCIAL RESULTS

> Banco Santiago recorded net income for the first quarter of 2002 of
Ch$31.416 million, a 20.1% increase over the fourth quarter of 2001 and a
1.1% increase over the first quarter of 2001,

» The first quarter 2002 net income resulted in earnings per ADS of US$0.50,
a return on average total assets (ROAA) of 1.82% (annualized), and a
return on average shareholders' equity (ROAE) of 22.73% (annualized).

> The Bank's efficiency ratio was 47.3% during the first quarter of 2002
improving from the 49.1% accumulated for the year 2001.

» The coverage ratio at the end of the first quarter of this year was 143.5%
compared to 142.5% at the end of 2001. Past due loans as a percentage of
total loans decreased from 1.32% to 1.31% between the last quarter of
2001 and the first of this year.

» The Bank’s loan market share has grown steadily, finishing the first quarter
of 2002 with a 16.1% from 16.0% at the end of the fourth quarter of 2001,
and from 15.8% at the end of March of last year.

» Banco Santiago held its Annual General Shareholders’ Meeting on March 21,
2002 and approved a dividend payment of 100% of its 2001 net income,
which represents US$1.90 per ADS.

> During the first quarter, the Central Bank of Chile (BCCH), owner of 35.5%
of Banco Santiago’s shares, filed a registration statement with the SEC




announcing their intention to launch an international offering, to sell their
correspanding share of the Bank.

» As of April 16, the BCCH decided to cancel the auction of Banco Santiago’s
shares, claiming that the orders placed in the book were not enough to
assure liquidity to institutional investors.

As of April 18, Banco Santiago announced that it had informed the Chilean
Superintendency of Banks that Banco Santander Central Hispano, Banco
Santiago’s controlling shareholder, had submitted to the board of directors a
request to examine the benefits of an eventual merger of Santiago and
Santander-Chile. Banco Santiago understands that the same request has
been submitted to the board of directors of Santander-Chile.

> The Banco Santiago board of directors has approved the conduct of this

analysis and has agreed to hire JP Morgan as investment bank to prepare a
report on the potential merger.

> As of April 23™, HSBC sold its shareholding in Banco Santiago (6.99%). The
auction took place in the Santiago stock exchange at a price of Ch$12.35 per
share. This sale had a positive impact in the bank’s float which increased
from 14% to almost 21%.

» The Chilean Central Bank cut its short-term reference interest rate for

monetary policy by 175 basis points during the first quarter of 2002 from
6.5% to 4.75%.

» RATINGS

Moody's Standard & Poor’s
Long term foreign currency debt A2 A-
Long term foreign currency sub debt A2 BBB+




Santiago, Chile — April 25, 2002 — Banco Santiago (NYSE: SAN) today announced its
unaudited resutts for the first quarter of 2002. These results are reported on & consolidated basis and
in accordance with Chilean GAAP. All figures presented are in constant Chilean pesas of March 31,
2002 and thousands of US dollars at the March 31, 2002 exchange rate of Ch$664.44 per US$1,

Banco Santiago (the "Bank™) reported net income for the first quarter of 2002 of Ch$31.416
million, as compared to net income of Ch$26.150 million for the fourth quarter of 2001 and Ch$31.074
millien for the first quarter of 2001. This net income resulteg in earmings per ADS of US$0.50
(Ch$0.32 per underlying share), 3 return on average total assets (ROAA) of 1.8% (annualized), and a
return on average shareholders' equity (ROAE) of 22.7% (annualized) for the quarter.

Despite the fact that the Bank had to pay tax for the first ime since 1983 having used up our
tax shleld, net income increased by 20.1% in the first quarter of 2002 as compared to the fourth
quarter of 2001. This strong improvement is expiained by an increase in net interest revenue (16.3%),
net total income from fees and services (60.7%), a decrease in operating expenses (5.0%) and gain
from price-level restatement due to negative inflation. The Bank's net interest margin in the first
quarter of 2002 was 4.17%, still at a high level in comparison to the fourth quarter of 2001, when it
was 3.7%, but significantly lower than in the first quarter of 2001 (4.98%).

The Bank's loan portfolio increased by 1.1% during the first quarter of 2002 compared to the
Selected Financial Inforzation

% Change %% Changs
10 2002 40 2001 19708t 10024Q01 10021001
(Millons of constant Chilean pesos of Mareh 31, 2002 purehasing power, EXGEPt PETEENTRGES)

Components of Net Income
Net Interest Revenue 63,588 54,655 B6387 16,3% (4,296)
Provisions for Lean Losses (12.826) (12.058) (9.975) 6,3% 28,6%
Income fram Fems & Serviees 11.563 7.197 112865 60,7% 26%
Other Income 8.185 16.358 (535) NMF (1631,8%)
Operating Expenses (38.776) (40.831) (36.509) {5,0%) 5,8%
Loss fram Price-Level Restaternent 1.517 (2.143) (208) (170,8%) (329,3%)
Income Before Taxes 33.25% 23.178 30325 43,5% 9,7%

Net Iacome 31,416 26.160 31074 20,1% 1,1%

Net Interest Margin 4,17% 3,70% 4,98%

EfMctency Ratle 47,26% 55,54% 45,05%

Rebuen on Average Tatal Asset® 1,82% 1,55% 2,08%

Return en Average Shareholdars' Equity” 2,73% 18,42% 24,42%

Branches 159 169 186

Employees 4,448 4.489 4743

Automalic Teller Machines 605 595 611

" Anmunitred

NMF: Not meantnghyl

fourth quarter of 2001 and by 5.5% compared to the first quarter of 2001. Increases in  consumer
loans, fareign trade loans and leasing contracts were the main drivers of growth in the loan book.

The Bank’s rlsk index as of March 31, 2002 was 1.30%, slightly lower than as of the end of
December of 2001, when it stood at 1.32%, and Jower than the 1.31% risk index as of March 31,
2001. Between the fourth quarter of 2001 and the first quarter of 2002, past due loans as a
percentage of total loans decreased slightly from 1.32% to 1.31%. During the same period, the
coverage ratio increasad from 142.5% to 143.5%.




Banco Santiago held its Annual General Shareholders Meeting on March 21, 2002, A dividend
payment of Ch$1.2 per share, equivalent to US$1.90 per ADR, at the Decamber 31, 2001 exchange
rate of Ch$655.20 per US$1, was approved.

THE BANK AND ITS SUBSIDIARTES

During the first quarter of 2002, the Bank, exduding its subsidiaries, accounted for Ch$27,876
million of the consolidated net income of Ch$31,416 million, This represents an increase of Ch$4,177
million as compared to the Bank’s income (exduding subsidiaries) for the fourth quarter of 2001 and
an increase of 1.0% when compared to the first quarter of last year. Overall, the Bank’s contribution
in the first quarter of 2002 accounted for 88.7% of total net income, while it reprasented 88.8% and
90.6% during the first and fourth quarter of 2001, respectively. Total net income for the Bank's
subsidiaries in the first quarter of 2002 was Ch$3,540 million, an Increase of Ch$1,079 million over
the fourth quarter of 2001.

Net Income
% Change 9% Change
1Q 2002 40 20031 1Q 2001 1Q02-4001 1Q02-1Q01
(Millions of constant Chilean pesas of March 31, 2002 purchasing power, except percentages)
Net Inoane
Bank (excluding subsidiaries) 27.876 23.699 27.595 176% Lo%
Leasing 1,587 743 1.252 113,6% 25,8%
Factoring 366 187 45 85,8% 49,4%
Financial Advisory Services (20) 48 282 NMF NMF
Stoek Brokarage 236 413 Sea {42,9%) {59,6%)
Insurance Brokerage 415 1% 184 116,0% 116,0%
Investment Fund Managemant prax 40 34 {42,5%) (32,4%)
Coflections Agency 18 4) 94 NME 36,2%
Mutust Fund Management 801 830 794 (3,5%) 0,9%
Consolidated Net Income 31.418 26.160 31,074 20,1% 1,1%
NMF: Mot masningful

Factoring subsidinry purchased January 29, 1999; coliections agency punchased Juna 27, 1999,
The resuits presented abcve are nat adjusoed for e sffacts of cpernons detwesn 5udsidiartes,

Net income for the Bank’s largest subsidiary, Santiago Leasing, rose by 113.6% in the first
quarter of 2002, as compared to the previous quarter, while it grew by 26.8% when compared to the
first quarter of 2001. In the twelve month analysis, this increase is mainly explained by a 91.2%
increase in fee income, and reductions of 52.0% in operating expenses and 27.4% in risk provisions.

The Bank's stock brokerage subsidiary, Santiago Corredora de Bolsa, reported net income of
Ch$236 million for the first quarter of 2002, 59.6% and 42.9% lower than in the first and fourth
quarters of 2001, respectively. Despite the several cuts in interest rates during the first quarter of
2002, the stock market had a very volatile performance, negatively impacting the subsidiary’s
portfolio, which indudes fixed income securities and stocks.

During the first quarter of 2002, Santiago Administradora de Fondos Mutuos, the Bank's
mutual fund subsidiary, experienced a 3.5% decrease in net income compared to the fourth quarter of
2001 and a 0.9% improvement compared to the first quarter of 2001. During the quarter, Santiago
Mutual Fund was merged with the investment fund subsidiary. The new banking bill allows banks to
offer management of multiple funds under one subsldiary.
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Santiago Asesorias Financieras, the financial advisory subsidiary, showed a loss of Ch4$20
million in the first quarter of 2002 compared to a Ch$282 and Ch$48 gain in the first and fourth
quarter of 2001, respectively.

The factoring subsidiary also experienced a sharp rise in its net income during the first
quarter of 2002, of 49.4% and 85.8%, when compared to the first and fourth quarter of 2001
respectively. The subsidiary saw significant growth in the volume of transactions and consequently in
its fees. This is primarily explained by low interest rates and inflation that lowered its funding costs.

NET INTEREST REVENUE

Net interest revenue in the first quarter of 2002 was Ch$63,588 million, or 16.3% higher than
in the fourth quarter of 2001, resulting from a 19.7% decreasa in interest revanue and a 43.2%
decrease in interest expense, In the case of Interest revenue, the decrease was due to a 22.3%
reduction of nominal interest rates combined with a 3.3% growth In average Interest eaming assets.
The decrease in interest expense is explained by a 45.3% reduction of nominal interest rates and a
4.0% growth in interest bearing liabilities,

Met Interest Margin Amalysis
% Charmge % Change
10 2002 4q 2001 102001 10024001 1002303
{Miliens of constant Chilesn geses of March 31, 2002 purchasing power, except percentages)
Interest Revenue 111349 138.676 134.108 (15,7%) (17,0%)
Interest Expense (47.761) {84.021) {67.721) (43,2%) {29,5%)}
Net Interest Revenue 63.588 54.655 661387 16,3% (4,2%)
Awverpge Interest Esming Assets 8.101.891 5.808.924 5320.29: 33% 14,5%
Net Intercst Margin= 4,17% 3,720% 4,98%

= Mol [nturact Revenwe = 4 / Averige Interest Eaming ACZRtS

Between the fourth quarter of 2001 and the first quarter of 2002, the average spread
increased significantly, from 2.26% to 3.40%. For the first quarter of 2002, the average rates earned
and paid wera 7.30% and 3.90%, respectively, as compared to 9.39% and 7.13%, respectively, for
the fourth quarter of 2001. Both the average rates earned and paid decreased significantty batween
the fourth quarter of 2001 and the first quarter of 2002 as a result of lower inflation. Infiation for
accounting purposes was (0.4%) during the first quarter of 2002, compared to 0.1% during the fourth
quarter of 2001. The Chilean Central Bank cut its short-term reference interest rate for monetary
policy by 175 basis points during the first quarter of 2002, from 6.50% 1o 4.75% in nominal terms.
Since interest rates on liabilities re-price more rapidly than interest rates on assets, the decrease in
the average rate paid (323bps) was more important than the decrease in the average rate earned
(209bps), thus increasing the spread.

When comparing with the first quarter of 2001, the average spread decreased, from 3.68% to
3.40%, affecting both the average rate eamed and paid decreases of (277bps) and {249bps). This put
pressure on spreads which stood at 3.68% at the close of the first quarter of last year, compared to
3.40% at the end of March of 2002.




In addition, the composition of average total assets and liabiliies changed slightly, with a
resulting pasitive impact on net interest revenue. On one side, average interest eaming assets as a
percentage of average total assets increased between the fourth quarter of 2001 and the first quarter
of 2002 from 87.7% to 88.2%, but decreased compared to the 89.4% of the first quarter of 2001.
Average interest earning assets rose by 3.3%, in real terms, over the last quarter of 2001, and 14.5%
compared to the first quarter. However, the Bank experienced some growth consumer loans, the
increase involved mainly those assets with lower interest rates, such as foreign trade and interbank
loans as well as finandal investments. On the other side, average interest bearing liabilities as a
percentage of average total liabilites increased slightly from 70.0% to 70.9% over the same period.
As a result, the percentage of aversge Interest earning assets funded by non-interest bearing
liabilites dropped from 20.2% to 19.7%.

Additionally, as a result of the negative inflation during the first quarter of 2002, the yield on
non-interest bearing liabilities, measured by the nominal interest rate paid on liabilities, strongly
decreased from 4.99% at the end of the fourth quarter of 2001 to 2.76% at the end of the first
quarter of 2002, offsetting in part the positive effect of higher spreads. Net interest margin was
4.17% in the first quarter of 2002, compared to 4.98% and 3.70% at the end of the first and fourth
quarter of 2001, respectively,

Compared to the same quarter in 2001, net Interest revende in the first quarter of 2002
decreased by 4.2%, resuiting from 3 17.0% decrease in interest revenue and a 29.5% decrease in
interest expensa.

The reduchion in net interest margin during the present year should be more evident once
Chilean banks start paying intarests on checking accounts (June 1, 2002),a reduction In net interest
revenue that should be compensated at the fee level.

T & Efficiency =—#—NIM «-®— Spread I

6% - 60%
5% 1

r 55%

¥y o,
4% < %

%
3% 4 F 50%
2% 4

b 45%
1% 1
0% - r 40%

2000-1Q 2000-2Q 2000-3Q 20004Q 2001-1Q 2001-2Q 2001-3Q 20014Q 2002-1Q

INTEREST EARNING ASSETS

Average interest earning assets as of March 31, 2002 increased by 3.3% In real terms as
compared to December 31, 2001, and by 14.5% as compared to March 31, 2001. The inaease
between the fourth quarter of 2001 and the first quarter of 2002 was driven by increases in foreign
trade loans (7.1%), consumer loans (6.0%), leasing contracts (5.0%) and interbank loans (336.1%).
The increase between the first quarter of 2001 and the first quarter of 2002 Is mainly explained by
increases in finandal investrments (39.6%), contingent loans (25.3%) and foreign trade loans (46.8%).




Interesr Earming Assety

% Change % Chamge
1q a2 4Q 10 2001 1002-4Qa1 1Q02-1Q01
{Millons of congant hiiean peses of March 31, 2002 purchasing powey, except percentaces)
Irteresy Eamning Assels
Cammerdal Loans 1,960,362 1,969,158 1,850,743 (1-4%) 05%
Consumer Loans 322,929 304,656 318,456 8.0°% 15%
Mortgage Loans 1,030,514 1,037,078 980,640 (Q5%) 51%
Foreign Trade Laans 406,284 379,199 476,596 71% 45.8%
Interhank Losrg 91,177 20,909 28718 X6.1% 2175%
Leasing Qontracs 277,267 283,971 256,940 50k 5%
Ctter Qutstanding Loans 559,825 695,968 642,554 (6.1%) (12.5%)
Contingent Laans 360,726 362,532 267,920 (0.5%) 253%
Financial Investments BB4,825 $40,609 633,842 (5.99) 39.6%
InErnank Depesits 30833 44,140 71554 (29.9%) (56.8%)
Total Interest Eaming Assets 5,924,842 5,538,221 5,448,050 (0.2%) 8.8%

The Bank's loan portfolio posted a 1.1% increase in the first quarter of 2002 as compared to
the fourth quarter of 2001, mainly driven by foreign trade loans, consumer loans, and leasing
contracts. However, a reduction by 1.5% of commerdal loans partially offset those increases. The
increase in consumer loans is entirely explained by the annual consumer campaign that the Bank
jaunches in March GantiagOfertas) Interest rates that represented an incentive for companies to
contract new loans.

The loan book increased by 5.5% over the first quarter of 2001, mainly due to increases in
foreign. trade loans (46.8%), contingent loans (25.3%) and leasing contracts (7.9%), partially offset by
2 12.9% decrease in aother outstanding loans.

Finandial investments increased by 39.6% between the first quarter of 2001 and the first
quarter of 2002. This is mainly explained by @ more active trading position, as a result of the lawer
short-term interest rates environment since the first quarter of 2001. The bank has been taking
positions in long tenm securities, in order to take advantage of the several interest rates cuts.

Interest bearing liabilities in the first quarter of 2002 increased by 1.6% as compared to the
fourth quarter of 2001, and non-interest bearing liabilities increased by 8.9% aver the same periad.
When compared to the first quarter of 2001, interest bearing labilities rose by 11.6%, while non-
interest bearing liabilities increased by 11.3%.

The level of non-interest bearing demand deposits in the first quarter of 2002 was flat over
the fourth quarter of 2001, due to a 10.1% increase in banker's drafts and other deposits while
checking accounts decreased by 6.4%. When compared fo the first quarter of 2001, non-interest
bearing demand deposits decreased by 2.9%, resulting from a 3.5% reduction in checking accounts
and a 2.1% drop in Bankers drafts and other deposits.

Interest bearing liabllities In the first quarter of 2002 were influenced by increases in savings
accounts and time deposits {6.1%) and a 55.9% increase in borrowing from domestic banks, which
replaced the funding coming from the Central Bank and from foreign borrowings.

When comparing the first quarter of 2002 with the first quarter of 2001, the 11.6% increase
in interest bearing liabiliies is mainly explained by a8 15.0% increase in saving accounts and time
deposits and a 165.9% rise foreign borrowings. The bank has Increased its position in Central Bank




securities, Chilean pesa denominated but indexed to the dollar, which have funded with lines from
banks abroad.

Funding
% Change % Chinge
1Q 2002 4Q 2001 1Q 2001 1 1002-1
{Millons of constant Chilean pesos of March 31, 2002 purchasing power, extept percentages)
Intarest Baaring Liahittes
Savings Acoounts & Tive Denosits 2.773.498 2.614.756 2.4310.747 6,1% 15,09
Centrad Bank Borrowings 32,653 120.645 70.587 (72,9%) (52,7%)
Rapurchase Agreements 210.981 217.486 223.937 (3,0%) (5,8%)
Mortgage Flnance Bonds 1.052.634 1.089.849 1.016.302 {0,7%) 6,5%
Seniar Somds 222352 26512 225.000 {1,8%) (2,3%)
Subordinated Bonds 260.093 263,520 247.452 (1,5%) 51%
Borrowlngs From Domestic Banks 179.120 114,809 135.268 55,9% 2B,6%
Foreign Borrowings 150,763 1B0.634 56.708 (15,5%) 165,9%
Other Cbligations 38.287 41 899 40.950 (8,6%) {6,5%)
Toral Interest Bearing Liabilites 4.950.391 4.870.510 4.434.972 1,6% 1L6%
Non-{nmerest Bearing Lianiies
Demand Deposis 848.000 847.682 873.467 0,0% {2,9%)
Ofher Liabiifies 586.510 q78.748 424.035 24,6% 40,%
Tatal Ron-interest Rearing Linh. 1.444.510 1.326.430 1.297.502 3,5% 1L,3%

When observing averages, average interest bearing llabllities increased by 4.0% in real terms
between the fourth quarter of 2001 and the first quarter of 2002 and by 15.6% when compared to the
first quarter of 2001. Average non-interest bearing liabilities experienced a slight increase of 0.8%
over the fourth quarter of 2001, and increased by 20.7% over the first quarter of 2001.

LOAN LOSS PROVISIONS AND RESERVES

During the first quarter of 2002, the Bank established loan loss provisions of Ch$12,826
million, 6.3% higher than during the fourth quarter of 2001 and 28.6% higher than the first quarter of
2001. This increase @n be largely explained by the continuing economic lethargy which negatively
impacts in particular the small and medium sized companias and businesses, in the light of possible
economic uncertainties.

The ratio of write-offs to average loans was 0.9% annualized for the first quarter of 2002,
higher than the 0.76% reported at the end of both the prior quarter and the first quarter of 2001.
Again the small and medium sized companies was the segment which principally contributed to this
increase. In the light of the weak recovery of this business segment, the bank has been pro-active in
it's write-off policy. This especially applles to those credit operations under 3,000UF (approximately
U5$76.000), which in management’s apinion appear to be more difficult to collect. The Bank's risk
index decreased from 1.32% at the end of Decamber 2001 to 1.30% at the end of March 2002, also
decreasing from the 1.31% reported at the end of March 2001. We da not foresee an impravement in
risk levels for the time belng.

Past due loans as a percentage of total loans remained relatively stable when comparing the
first quartar of 2002 with the last quarter of 2001, decreasing from 1.32% to 1.31%. When compared
to the first quarter of 2001, past due loans as a percentage of total loans were down from 1.39%.
Non-performing loans as & percentage of total loans increased from 1.86% to 2.25% between the
fourth quarter of 2001 and the first quarter of 2002, but decreased from 2.34% between the first
quarter of 2001 and the first quarter of this year.

Leoan loss reserves as of March 31, 2002 totaled Ch$95.675 million, 3 17% increase as
compared to December 31, 2001 and a 7.0% increase when compared t0 March 31, 2001, These
increases are consistent with the 1.1% and 5.5% increase in total loans, when comparing to the




fourth quarter of 2001 and to the first quarter of 2001, respectively. The Bank's coverage ratio
increased to 143.5% in the first quarter of 2002, from 142.5% at the close of the last quarter of 2001.
This index remains at a healthy level when compared to the banking industry in general.

Asset Quallty Anatysis

% Cange % Change

1Q 2002 4Q 2001 1Q 2001 2002-4Q01 1Q02-1001
{Mikions of conswnt Chitean pesos of March 31, 2002 purchasing power, except percentages)

Provistons Established (12.826) (12.068) (3.375) £:3% 28,6%
Writesaf's (11.472) (9.563) {8.827) 20,0% 30,0%
Pag Due Laans2 §6.667 66.027 67.088 1,0% (9,6%)
Non-performing Loansi 113.883 93.432 112,701 22.0% 1,1%
Loan Loss Reserves 95.675 54.050 §9.438 1,7% 7,0%
Tota! Loans 5.075.754 5.019.459 4.809.762 1,1% 5,5%
Aversge Loans 5.070.596 5.054.520 4.670.705 0,3% 8,6%
write-offs / Average Losns3 0,90% 0,75% 0,76%

Laon Loss Reserves / Total Loans 1.86% 187% 1,86%

Non-pevfarming Loans] / Tota) Loans 225% 1,86% 2.34%

Past Due Leans2 / Towd Lans 131% 1,32% 1,3%%

Lgan Loss Reserves / Past Due Loans2 143,51% 142,50% 133.31%

Offidal Risk Index 4 1,30% 1,32% 1.31%

1) Non~gerfortrieg loars tnehude il loars that are on= or more cays overdus,
2) Past dum bomns inducde 2l toars that are 30 or mome days overdue,

3} At

4) Uncorsofidated,

INCOME FROM FEES & SERVILCES

In the first quarter of 2002, income from fees and services increased by 60.7% over the prior
quarter. Total income from fees and sarvices rose by 11.3%, from Ch$15,650 million to Ch$17,414
million. Behind this increase are items such as a 33.3% increase in income from ATMs, a 61.4%
increase in incomne from lines of credit. On the subsidiaries’ side, income from collections grew from

lncarmna from Fees & Services

o Change o Chamge

lg 2002 49 2001 1Q 2001 1Q02-4001 1002-1001

(Mlilons of asnstant Chilean pesos of March 31, 2002 purchasing power, excet percentages)

Income from Fess & Services :

Banking Services 8,586 6,244 7,228 37.5% 18.8%
Subsidiaries Services 4,077 3,185 4,138 280% {1.5%)
Oother (1,100) P23 (101) (50.7%) 989.1%
Net Fen A Service Income 11,563 7,197 11,268 60.7% 2.6%

NMF: Not meshiogha
Ch$287 million to Ch$844 million while leasing grew from Ch3$92 million to Ch$620 million when
comparing the fast quarter of 2001 with the first quarter of 2002. Total services expenses for
the first quarter of 2002 compared to the last quarter of 2001 decreased by 30.8%. Contributing to
this reduction is a drop of 36.7% in credit card expenses and 14.5% decrease in ATM expenses.




When compared to the first quarter of 2001, net income from fees and services for the first
quarter of 2002 inareased by
2.6%, resulting from a 6.5%
increase ip total income from
fees and services, while total
servicas’ expenses grew by N7%
15.2%. A 16.5% increase in
income  from credit cards
(Ch$4756 million) and a
24.7% increase In ATM fees
were the main contributors 20% |
to this growth. On the
expenses  side, banking
services were down 9.3%
and total expenses from 10% AT - A
subsidiaries increased by 1988 1989
Ch$112 million.

Fees ] Operating Expenses
(Recurrencia)

15%

2000 2001 200241Q

OTHER INCOME

Other operating income dedined by 40.9% over the fourth quarter of 2001 and Increased by
50.7% over the first quarter of 2001, mainly due to strong decreases in income from foreign exchange
transactions.

Oty Incoma

% Change % Change
19 2002 4Q 2001 10 2001 10024001 19021001
{Milions of enstant Chilean pesos of Marth 31, 2002 purchasing power, except percentages)

Other Incoyme
Qther Qperating Income
Trading & Brokcroge Actvitles, Net 7,934 (415) 3,845 NMF 106.3%
Forcign Exchiange Transactions, Net (LG8 12,083 {228) NMF 3553%
Towl Cther Oparsiting Income, Net 6,895 11,568 3,617 {40.9%) 0. 7%
Qther Income & Expensa, Net 1,299 47200 (4159 - 9.4% NMF
Total Other Income 8,185 16,368 (538) 361.9% NMF

NMF: Net omardrghul

As 3 result of the drop in interest rates, both in Chile and the US during the first quarter, the
bank realized gains linked to fix income securities, together with 3 positive mark-to-market adjustment
of such investments. As a result the Trading & Brokerage activitles increased from & loss of Ch$415
million in the fourth quarter of 2001 to a gain of Ch$7,934 million at the end of March 2002. As of the
end of March 2002, the bank was short in its dollar pasition, and during the first quarter of 2002 the
real exchange rete experienced a 1.3% increase in real terms.

Starting at the beginning of the first quarter of 2002 and continuing during the quarter, the
Bank increased its positions, mainly in Central Bank's securities, in the expectation of several mte cuts
by the Chilean Central Bank.

The Bank experienced a strong decrease in other income and expenses, net between the
fourth .quarter of 2001 and the first quarter of 2002 (from Ch$4,700 million to Ch$1,289 mlllien).
Howevar, on a year-over-year basis, other income and expenses net showed an increase (from a
Ch$4,152 loss million to a Ch$1,299 million gain). A 85.5% decrease in non-operating income,
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together with a 53.4% decrease in non-operating expenses, in both cases as a result of the
completion of the technaolegical renovation project, initiated by the Bank back in 1999.

OPERATING EXPENSES

In the first quarter of 2002, to=l operating expenses fell by 5.0% as compared to the fourth
quarter of 2001 and increased by 5.9% as compared to the first quarter of 2001.

During the first quarter of 2002, the decrease of 8% in Personnel $Salaries and Expenses is
explained by the lower level of severance payments paid compared to the previous quarter.
Approximately Ch$1.495 million in redundancies was paid in the last quarter of 2001. Increases In
salaries and overtime contributed to increase in the year-on-year figure, with overtime increasing
from Ch$277 million to Ch$425 million due to the implementztion of the Altamira systems.
Administrative and other expanses showed a 2.5% increase over the fourth quarter of 2001, mainly
explained by an increase in the costs of utilities and refurbishing, (up Ch$565 millien).

When comparing the first quarter of 2002 with the first quarter of 2001, administrative and
other expenses increased by 6.3%. Items contributing to this include a2 Ch$145 million increase in
legal fees, an increase of 32,5% in outsourdng expenses and the increase in costs for external IT
development.

Operating Experrses
% Changs % Changu
1Q 2002 4Q 2001 1Q 2002 _1Q02~a00 1Q62-1Q01
(mittons of constant Chitean pesos of March 31, 2002 purchasing power, except pefcentages)
Operating Expemseas
Parsonnel Satantes B Bxpenses {20.016) (21.751) (19275) (8,0%) 3,89%
Administrative & Other Expanses {14.358) (14.015) {13.521) 2,5% 6,3%
Depredatien & Amortzation {4394} (5.065) (3813) (13,2%) 15, 2%
Total Oparating Expenses (38.778) (40.831) (36.609) (5.0%%) §,9%
Efidency Ratio® 47,25% 55.54% 45,05%
* Gpurwting 1 (he + Incamae frem Fess & Serviam + Othar Oparating Incama)

Since operating costs decreased between the fourth quarter of 2001 and the first quarter of
2002, the Bank was able to improve its efficiency ratio from 55.5% to 47.3%. The efficiency ratio was
45.0% in the first quarter of 2001.

The ratio of operating expenses to average total assets (annualized) dedined from 2.43% in
the fourth quarter of 2001 and from 2.46% in the first quarter of 2001 to 2.24% in the first quarter of
2002. This can be explained by the 5.0% decrease in operating expenses combined with the 2.7%
increase in average total assets over the last quarter of 2001 and the 5.9% increase in operating
expenses offset by the 14.5% increase in average total assets In the first quarter of 2001.

LOSS FROM PRICE-LEVEL RESTATEMENT
The net effect of the inflation adjustment for non-monetary assets and liabilities lead to a
gain of Ch$1.517 million for the first quarter of 2002, due to negative inflation, which was -0.38%

during the quarter. In the previous quarter Inflation lead o a loss of Ch$2.143 million while in the first
quarter of 2001, the figure was Ch$208 million.
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INCOME TAXES

The Bank paid income tax Ch$1,843 million during the first quarter of 2002, having used up
it's tax credit which was linked to the retirement of the Bank’s subordinated debt that arose during the
finandial crisis of the earfy eighties. In the lest quarter of 2001 the tax credit was Ch$2 982 million
and in the first quarter of 2001, the credit was Ch$749 million.

SHAREHOLDERS' EQUITY

As of March 31, 2002, the Bank's shareholders’ equity totzied Ch$450,900 million incdluding net
income for the first quarter, as compared to Ch$536,833 million, which includes total net income for
the year 2001 as of December 31, 2001. As of March 31, 2002, the Bank's Basle and Tier I capital
ratios were 12.7% and 6.4%, respectively, as compared to 12.7% and 6.5% as of December 31,
2001. These figures are well above the 8% and 3% respective minima required by Chilean banking
regulations.
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BANCO SANTIAGO & SUBSIDIARIES

Consolidated Financial Information
Millions of constant Chilean pesas of 03/31/02 purchasing power and thousands of US dollars at the 03/31/02 exchange rate of 664,44

i 1Q 2002 4Q 2001 1Q 2001 YTD 2002 ¥YTD 2002 I
Chs$ Millions US$ Thousands
SELECTED INCOME STATEMENT DATA
Interest Revenue 111,349 138,676 134,108 111,349 167,583
Interest Expense (47,761) (84,021) (67,721) (47,761) (71,882)
Net Interest Revenue 63,588 54,655 66,387 63,588 95,702
Provisions for Loan Losses (12,826) {12,058) (9,975) {12,826) (19,303)
Total Income from Fees & Services, Net 11,563 7,197 11,265 11,563 17,403
Other Operating Income, Net 6,896 11,668 3,617 6,896 10,379
Loan Loss Recoveries 3,609 3,355 3,724 3,609 5,432
Other Income & Expense, Net 1,299 4,700 (4,152) 1,299 1,955
QOperating Expenses (38,778) (40,831) (36,609) (38,778) (58,382)
Loss from Price Level Restatement 1,517 (2,143) (208) 1,517 2,283
Income Before Tax 33,259 23,178 30,325 33,259 50,0586
Income Tax (1,843) 2,982 749 (1,843) (2,774)
Net Income 31,416 26,160 31,074 31,416 47,282
SELECTED BALANCE SHEET DATA
Cash and Due from Banks 584,462 553,383 493,193 879,631
Finandal Investments 884,825 940,609 633,842 1,331,685
Loans, Net 4,980,076 4,925,409 4,720,324 7,495,148
Loan Loss Reserves (95,675) (94,090) (89,438) (143,993)
Total Assets 6,845,801 6,733,873 6,183,062 10,303,114
Deposits 3,621,498 3,462,438 3,284,214 5,450,452
Other Interest Bearing Liabilities 2,176,893 2,255,854 2,024,225 3,276,282
Shareholders' Equity 450,900 536,833 450,588 678,617
FINANCIAL RATIOS
Profitability & Efficiency
Net Interest Margin (1) 4.17% 3.70% 4.98% 4.17%
Return on Average Assets (1) 1.82% 1.55% 2.08% 0.45%
Return on Average Equity (1) 22.73% 18.42% 24.42% 5.868%
Efficiency Ratio 47.26% 55.54% 45.05% 47.26%
Operating Expenses / Average Total Assets (1) 2.28% 2.43% 2.46% 0.56%
Capital Adequacy ,
Basle Ratio 12.72% 12.74% 12.60%
Tier I Capital 6.42% 6.53% 7.17%
Tier 11 Capital 8.30% 6.21% 5.43%
Asset Quality ,
Non-performing Loans / Total Loans (2) 2.25% 1.86% 2.34%
Past Due Loans / Total Loans (3) 1.31% 1.32% 1.39%
Loan Loss Reserves / Total Loans 1.88% 1.87% 1.86%
Loan Loss Reserves / Past Due Loans 143.51% 142.50% 133.31%
Official Risk Index (4) 1.30% 1.32% 1.31%

1) Ratics have been annualized and are not necessarily indicative of full year values.
2) Non-performing loans include all loans that are one cor more days averdue.

3) Past due loans indude all loans that are 90 or more days overdue.
4) Unconsolidated risk index




SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the Bank
has duly caused this Report to be signed on its behalf by the undersigned, thereunto duly
authorized.

Date: May 29, 2002

Banco Santiago
By: Juan Pedro Santa Maria
~ General Counsel




